Abstract: This paper focuses on the effect of remittances on per capita consumption over time in a context of conflict, war--to--peace transition and crisis. We use two household surveys from Kosovo with unique timing, one collected immediately after the civil war in 2000 and the other during the economic crisis in 2010. This territory, in which the tension among ethnic groups is the focus of international concern, is one of the top remittance--receiving countries in the world. We examine the effect of remittances not only at the average level of consumption, but also at various parts of the distribution of consumption using quantile regressions. We find that remittances alleviate poverty by enhancing the consumption level of the most vulnerable households, and the positive effect of remittances on consumption has remained constant between 2000 and 2010. This result may be connected with the resilience of remittances. JEL classification: I32, D12, 015 Keywords: Remittances, consumption, poverty, economic crisis, Kosovo # We are indebted to two anonymous reviewers for their very helpful comments and suggestions on previous versions of the manuscript. Any remaining errors are ours.
Introduction
International migration has many implications for developing countries, one of the most significant being remittances. Remittances are associated with significant development impacts such as reduced depth and severity of poverty (Adams and Page, 2005; Adams et al., 2008) , improved school attendance (Edwards and Ureta, 2003) and healthcare (Hildebrandt and McKenzie, 2005) , the facilitation of housing investment (Osili, 2004) , as well as the generation of investment among small enterprises (Woodruff and Zenteno, 2007) . Whether such benefits hold for recipient households living in countries experiencing shocks such as conflicts has been little explored, mainly due to the lack of appropriate micro--level household data 1 . In this paper, we assess the effect of remittances on per capita consumption in post--civil war and crisis contexts using two household surveys in Kosovo. We ask: Do remittances from overseas migrants support consumption over time for relatives left at home? Kosovo provides a unique setting to study the relationship between consumption and remittances. Since the 1990s, Kosovo has been in a process of transition from a communist system to a market economy and from ethnic violence to peace, which has led to severe vulnerability among the population. Serbs and Albanians were involved in a civil war in the 1990s in this territory of former Yugoslavia, giving rise to population displacements, casualities of war and widespread destruction. Kosovo is still characterized by ethnic tensions and a combination of extreme poverty and lack of job opportunities, with a high rate of emigration.
In that context, remittances play an important role in supporting those family members who have decided to stay in Kosovo, which may be critical for people with very low levels of income. With respect to previous studies, an issue of particular interest for us is to learn whether the motivation behind migration has an influence on the remittances--consumption nexus. Researchers usually focus on developing countries where migrants leave their place of origin in order to escape poverty (Adams and Page, 2005; Adams et al., 2008) . In such circumstances, migrants seek to cover the basic needs of their family members who are left behind. In Kosovo, the situation seems different as migration decisions are strongly related to ethnic and political considerations in addition to economic reasons.
This specific pattern could affect the reasons explaining why Kosovan migrants send money to their origin country. For instance, remittances may be used to cover the migration costs of other family 1 A few studies have examined how remittances supported household consumption following natural disasters. Yang and Choi (2007) find that remittances serve as insurance following rainfall shocks in the Philippines, while Mohapatra et al. (2012) show that that per capita consumption is higher in remittance--receiving households than in others after the 1998 flood in Bangladesh.
members seeking to live far from Kosovo because they do not feel safe due to ongoing ethnic tensions 2 . In this paper, we provide evidence on the role remittances play vis--à--vis consumption by first using an unusually rich data set collected in 2010 by the United Nations Development Programme (UNDP) among 4,000 households. In addition, we use the Living Standard Measurement Study (LSMS) conducted by the World Bank among 2,800 households at a unique point in time: the year after the end of NATO bombing campaign in 2000. We combine both surveys to study whether the effect of remittances on consumption has changed over the period 2000--2010 . While previous studies have essentially focused on the average level of consumption, in order to study the effect of remittances on poverty (Adams and Cuecuecha, 2010a; Adams and Cuecuecha, 2010b) , we rely instead on a quantile regression framework. This allows us to assess the effect of remittances in various parts of the consumption distribution as we expect higher benefits from these financial transfers for the less well--off households.
We proceed in the following way in our empirical analysis: Firstly, we describe the pattern of remittances in Kosovo using the detailed dataset we have for the year 2010. We measure the effect of remittances on consumption at, respectively, the bottom, median and top of the distribution of consumption using quantile regressions. We show that remittances strongly contribute to economic welfare by enhancing the consumption level of the poorest households the most. Secondly, we investigate the possibility of changes in the consumption--remittances relationship between 2000 and 2010. We find that the positive effect of remittances on consumption has remained constant over that period despite the different motives of migration in this post--civil war context. The remainder of our paper is organized as follows: In Section 2, we highlight the theoretical background behind the link between remittances and consumption and present the Kosovan context.
In Section 3, we describe the data along with the pattern of remittances and consumption. We outline our empirical strategy in Section 4 where we report estimates of the effect of remittances at various percentiles of the consumption distribution using the 2010 data. In Section 5, we investigate whether the effect of remittances on consumption has changed between 2000 and 2010. Finally, Section 6 concludes.
Background and context in Kosovo
Understanding the effect of remittances on the welfare of households living in different developing countries requires detailed micro--level data which are not often available for empirical 2 In Bosnia--Herzegovina, Dimova and Wolff (2015) show that remittances tend to increase the migration prospects of their recipients. . On the key issue of how remittances are spent by households, results are mixed and vary strongly across countries. In Indonesia, Adams and Cuecuecha (2010a) find that recipients tend to spend more at the margin on food and less on education and housing than non--recipients, while these results are reversed in Guatemala (Adams and Cuecuecha, 2010b) . It is therefore important to investigate further the transfers from overseas migrants for households living in different developing countries as the local context may play a substantial role. Brown and Jimenez (2008) have attempted to explain why previous findings in the literature are mixed. They argue that this is due to the migration histories. In the early stages of migration patterns, international migrants are not randomly distributed across income groups. It is not the poorest households who migrate but the middle--lower, because of the high cost of migration (Arango et al., 1996) . However, with the development of migrant networks in the destination countries, international migration covers all income groups. Previous studies have shown that migrant networks play an important role in the migration decisions of potential migrants (Epstein and Gang, 2006; Dolfin and Genicot, 2010) . These networks facilitate further migration by providing specific employment information, accommodation and supportive relationships and by offering services which help reduce the costs of migration.
In our review of the general literature, we found that very few studies consider the cases of conflict, war--to--peace transitions and crisis contexts. It can be argued that these contexts face much the same issues as when migrants send remittances to developing countries where the population is poor, unemployment is high and life is prone to many kinds of risk, such as income loss due to weather--related events. There are, however, a few key differences. . The relationship between the two ethnic groups is very tense and is the focus of international concern (Bhaumik et al., 2006) . Clashes between Albanians and Serbs occur regularly, which requires the intervention of NATO's KFOR forces.
In most developing countries where the link between remittances and consumption has been investigated so far, migration essentially has an economic motivation (Adams and Cuecuecha, 2010a; Adams and Cuecuecha, 2010b Ethnic tensions, lack of security, and dissatisfaction with Kosovan political institutions appear to be the main drivers of Serb emigration today (European Stability Initiative, 2006).
Data and descriptive statistics
We begin our empirical analysis with data from the Kosovo Remittance Study 2010 which was carried out by the UNDP on a representative sample of 4,000 households. This survey was Here we describe the pattern of remittances in Kosovo. Overall, the proportion of households receiving either financial or in--kind transfers from abroad was 17.7% in 2010. The value of financial transfers was higher than that of in--kind transfers. On average, recipients benefited from €2,821 of cash and €1,861 of in--kind remittances. A breakdown by ethnicity shows that the rate of transfers was much higher among Albanians (21%) than among Serbs (6%) and other minorities (10.9%). Also, Albanians and Serbs received on average higher amounts of remittances compared to the other minorities: the value of in--kind remittances was equal to €133.7 for Albanians, €48.8 for Serbs and €15.8 for other minorities 6 . As shown in Figure 1 , more than half of the transfer amount (54.5%) is spent on current consumption to buy food, clothing or services and utilities. It is followed by human investments (13.8%), other consumption (13.3%) such as household durables, then housing investments (8.1%).
Less money is devoted to business investments (4.1%), debt repayment (3.6%) or savings (2.6%). Our results show interesting differences by household income level. Among recipients with the lowest monthly income (less than €200), remittances are more often used for current consumption (58.7%) and human investments (14.8%). Conversely, the richest recipient households (defined as those reporting more than €600 per month) spend much more on business investment than the poorest ones (10.1% compared to 2.5%).
Insert Figure 1 here Next, we assess the contribution of remittances to total household resources. The average transfer amount is €609.5 and the average annual income is €4,358. The contribution of money from abroad amounts to 12.3% at the sample mean. However, there are substantial differences between households depending on their position in the income distribution. In Figure 2 , we report the contribution of remittances to total resources as a function of household income deciles. For the first decile, remittances contribute more than 60% to the level of monthly household resources (61.3%).
For the second and third deciles the contribution is about one third of this figure (20.7% and 25.3%, respectively). Conversely, the contribution of remittances remains rather stable when considering the other income deciles (at around 10%).
Insert Figure 2 here It is interesting to compare this objective contribution of remittances with a more subjective assessment self--reported by recipients. Specifically, we rely on the following question asked to recipients: "What is the contribution of remittances to your household economic welfare?". Possible answers are "very small" (less than 15%), "small" (between 16% and 35%), "mid--level" (between 36% and 65%), "large" (between 66% and 85%) and "very large" (over 85%). As shown in Table 1 , recipients claim that on average the contribution of remittances to their economic welfare is high:
42.8% of answers are at the "mid--level", 22.9% at the "large" level, and 14.2% at the "very large" level. When relating these answers to the level of household income, we find that the influence of remittances on economic welfare is more often at the "mid--level" for the three selected income groups. This proportion is 42.8% in the lowest income group (less than €200), 44.4% in the second group (from €200 to €600) and 37.2% in the highest (more than €600) 7 .
Insert Table 1 here The average consumption expenditure per household amounts to €385. We take both the size of the household and the age composition of its members to compute an adjusted level of consumption per capita. For that purpose, we apply a standard OECD equivalence scale 8 . The log of consumption per capita is equal to 4.622 for the whole sample. This average value is 4.705 among recipients and 4.604 among non--recipients, meaning that the average level of consumption is associated with a rise of 10.1 percentage points among those who have benefited from some financial support from abroad. This gap varies strongly along the consumption distribution. It amounts to 47.5% at the 1 st percentile, 28% at the 5 th percentile and 17.4% at the 10 th percentile, but is 9.5% at the 25 th percentile. It ranges between 6% and 10% for the other percentiles. We consider a large set of demographic and socio--economic household characteristics in order to explain the level of household consumption: gender, age, marital status, size and age composition of the household, education and employment status of the head, whether living in an urban area, ethnicity and regional dummies (see Table  2 ). There are few female--headed households in our sample (15.5%). Respondents are 49 years old on average, most of them are married (84.5%), and 46.1% have completed secondary school and 25.7% more than secondary school. In terms of employment, 24.2% are unemployed, 19.3% are employed in the public sector, 30.8% work in the private sector and 8.1% are employers or self--employed. Of the other characteristics, 51.7% of respondents live in an urban area, 75.2% are of Albanian origin, 15% are Serb and 9.8% are from another ethnic minority.
Insert Table 2Table 2 also includes a description of the sample by transfer receipt status. Respondents who received money are more often women and older. They are less educated and have a much higher probability of being unemployed (34.4% compared to 22%). Conversely, they are less often employed in either the public (--6.3%) or the private (--8.3%) sector. This pattern suggests that remittances are most often targeted to the most vulnerable people. In what follows, we turn to an econometric analysis to investigate the effect of remittances on welfare net of the role played by these household 7 This contribution is more often either "large" or "very large" in both the lower and upper groups of income which differs from what was obtained using the more objective indicator measuring the contribution of remittances to total income. The subjective question refers to the concept of economic welfare which may be more difficult to appreciate. 8 The OCDE equivalence scale assigns a value of 1 to the head of the household, of 0.7 to each additional adult and of 0.5 to each additional child (aged 0 to 17 years).
characteristics. Following the pattern described in Figure 2 , our analysis focuses on the effect of transfers from abroad over the whole distribution of per capita consumption.
Estimates from quantile regressions
We study the impact of remittances on consumption using quantile regressions. Introduced by Koenker and Bassett (1978) , quantile regressions are models which describe the impact of covariates at various parts of the conditional distribution of the outcome of interest. In our context, these regressions will shed light on the influence of remittances at, respectively, the bottom, the median and the top of the distribution of per capita consumption. Let ! be the logarithm of per capita consumption for household . We denote by 
The quantile regression estimators ! and ! are solutions to an optimization problem solved by linear programming methods. In (1), ! and ! indicate the estimated returns to, respectively, the receipt of remittances and other covariates at the th quantile of the consumption distribution. As a preliminary step, we study the effect of the explanatory variables on the conditional mean of per capita consumption using Ordinary Least Squares. As shown in the first column of Table   3 , gender, age and marital status of the head of the household have no particular influence on the average level of consumption. Consumption is negatively correlated with the size of the household.
Per capita consumption is higher when the head has a good economic position. The average level increases by around 4% when the head has achieved a secondary school education and by 13% for heads with higher education. Consumption is significantly reduced when the head is unemployed (--8%), while having a job improves the situation within the household with a rise exceeding 15%.
Respondents from other minorities consume less on average compared to Albanians.
Insert Table 3 here We also introduce receipt of remittances as an exogenous covariate in the OLS regression.
Results show a positive relationship between remittances and consumption (significant at the 1% level). Transfers from abroad strongly contribute to the economic welfare of households in Kosovo since the consumption per capita is 18.2% higher for recipients 9 . Interestingly, this increased 9 Since our dependent variable is expressed as a logarithm, the coefficient !"# of remittances reported in Table   2 cannot be interpreted as the proportional change in ! resulting from a unit change in ! . As shown in Thornton and Innes (1989) , the correct change in ! is given by exp !"# − 1. consumption varies along the consumption distribution. In Table 3 (Frölich and Melly, 2010) . We have to distinguish between conditional and unconditional effects with either an exogenous or endogenous treatment variable. Conditional QTE are conditional on a set of explanatory variables , while unconditional effects indicate the causal effect of a treatment for the entire population. When the treatment choice is supposed to be exogenous, this corresponds to a selection on observables framework (matching assumption). When the treatment is viewed as endogenous, an instrumental variable is needed. This instrument should be highly correlated with the receipt of transfers from abroad, but not with consumption. Unfortunately, the survey offers no convincing possibility to adopt such an approach. As a consequence, we rely on a selection on observables setting. Exposure to treatment is supposed to be random within cells defined by observed covariates .
With a linear model, the conditional QTE of ! is given by the coefficient ! in (1) and is obtained using the quantile regression estimator of Koenker and Bassett (1978) . These estimates were reported in Table 3 and have already been discussed. The unconditional QTE is Firpo, 2007) . Although the definition of ∆ ! does not depend on , the covariates are still used to estimate the unconditional QTE as they make the identification assumption more plausible 10 . We find that the unconditional QTE estimates strongly decreases along the distribution of consumption. At the 10 th percentile, the receipt of remittances increases per capita consumption by 25.1%. This marginal effect is more than twice lower at the 25 th percentile (11.0%) and not significant in the upper part of the distribution (above the 75 th percentile). An explanation of this decreasing trend along the consumption distribution is that the additional income received through remittances is vital for very poor and poor families to purchase more food and goods in order to fulfill their basic daily needs. Conversely, among wealthy households, part of the financial transfers may be saved in a bank or invested in business. If our 10 The estimation procedure includes two steps. The first is a nonparametric estimation of the propensity score explaining Pr( = 1| ). The second is a computation of the difference between two quantiles which is obtained using a propensity--score weighting estimator (Frölich and Melly, 2010). interpretation is correct, then substantial differences should be observed even in the lower part of the consumption distribution. To assess how very poor households are dependent on transfers received from migrants, we plot in Figure 3 the unconditional QTE estimates under exogeneity along the distribution of per capita consumption. Clearly, the consumption--enhancing effect of remittances is much larger in the first decile and to a lesser extent in the second decile. The QTE estimate of remittances is above 40% in the first two percentiles, above 30% at the 5 th percentile and above 20%
at the 10 th percentile. The profile is rather flat above the 20 th percentile.
Insert Figure 3 here However, the international economic slowdown in developed countries has led to indirect costs for Kosovo because that country is highly dependent on international donors and transfers from overseas migrants. Furthermore, the rise in unemployment in the destination countries of Kosovan migrants (mainly Western European countries) has affected remittances 11 . Given the global economic crisis, it is worth knowing whether there has been any change over recent years in the effect of remittances on the level of per capita consumption in Kosovo. It is important to note that it is difficult to have any baseline knowledge concerning the role of economic conditions on the consumption--remittances relationship because no studies on this issue have been conducted before. On the one hand, in a strong economic growth environment, households living in Kosovo should have more opportunities to find a well--paid job and their private consumption should be less dependent on transfers received from abroad. On the other hand, if migrants also face better economic conditions in the destination country, they may send larger amounts of remittances to their family members living in the origin country. Clearly, negative economic shocks will affect the On average, the level of per capita household consumption was higher among recipients than non--recipients in 2000 13 . The difference amounts to 11.8% (4.512 among recipients compared to 4.394 among non--recipients). Again, the gap is more pronounced in the lower part of the consumption distribution: 19.7 at the 5 th percentile, 20.4% at the 10 th percentile and 15% at the 25 th percentile. It is equal to 11.6% at the median and much lower above the median. Since we have the same information in the 2000 and 2010 data, we can compare the impact of remittances on consumption for both years. For that purpose, we pool the two datasets and construct a dummy variable ! !" such that ! !" = 1 when the respondent is interviewed in 2010, and ! !" = 0 otherwise.
Economic crisis and the consumption--enhancing effect of remittances
Still assuming that remittances are exogenous, we estimate the following conditional quantile regressions:
12
For further information on the Kosovo LSMS survey, see http://www.worldbank.org/lsms/index.htm.
13
In an appendix available upon request, we present results similar to those described in Tables 2 and 3 Estimates of the quantile regressions including the transfer--year interaction term are reported in Table 4 for the 10 th , 25 th , 50 th , 75 th and 90 th percentiles, respectively. Firstly, as previously emphasized, the effect of the receipt of remittances decreases along the consumption distribution.
The transfer coefficient at the median of the distribution is about half that of the 10 th and 25 th percentiles. In both years, these two percentiles are mostly poor households who benefit from the Insert Table 4 here An explanation of this puzzling result could be that the global economic crisis had an impact both on the incomes of migrants in the host country and on the family resources remaining in the country of origin. While those left behind were in a more needy position due to the deteriorated economic situation in Kosovo, potential migrant donors also had to deal with more difficult labour market conditions and were unable to provide more help to their family members. While remittances are a complex function of both donor's and recipient's levels of resources (Rapoport and Docquier, 2006) , there may also be some norms of social support such that migrants absolutely have to send money to poor household members so that the latter can eat and survive.
Conclusion
The purpose of our paper was to study the effect of remittances on per capita consumption for recipient households living in a context of conflict, war--to--peace transition and economic crisis.
We explored this issue using the Kosovo Remittance Study conducted by the UNDP in 2010 and the Kosovo LSMS survey provided by the World Bank in 2000. We examined possible changes in the consumption--remittances relationship over time using quantile regressions. Our main results are twofold. Firstly, remittances significantly improve the living standard of recipient households,
14
For the sake of robustness, we have estimated the quantile regressions augmented by the transfer--year of survey interaction term for the first ten percentiles. In each of these regressions, the interaction term was very low and never significant. Note: significance levels are 1% (***), 5% (**) and 10% (*). Each regression includes a set of regional dummies. Estimates from quantile and OLS regressions (standard errors are not reported). Significance levels are 1% (***), 5% (**) and 10% (*). Each regression includes a set of regional dummies.
